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TITLE 760 DEPARTMENT OF INSURANCE

Proposed Rule
L SA Document #01-399

DIGEST

Adds 760 IAC 1-5.1 to establish standardsfor credit lifeinsurance and credit accident and health insurance. Repeals
760 IAC 1-5 and 760 |AC 1-14. Effective January 1, 2003.

760 1AC 1-5
7601AC 1-5.1
760 1AC 1-14

SECTION 1. 760 IAC 1-5.1 ISADDED TO READ AS FOLLOWS:
Rule5.1. Credit Life Insurance; Credit Accident and Health Insurance

760 1AC 1-5.1-1 Purpose and authority
Authority: 1C 27-1-3-7; I1C 27-8-4-12
Affected: 1C 24-45-4-102

Sec. 1. The purpose of thisruleisto protect the interests of debtors and the public in this state by providing
a system of rate, policy form, and operating standards for the regulation of consumer credit insurance.
(Department of Insurance; 760 IAC 1-5.1-1)

760 IAC 1-5.1-2 Déefinitions
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: IC 24-4.5-4-102; IC 27-1-23-1

Sec. 2. (a) Thefollowing definitions apply throughout thisrule:
(1) “Affiliate” hasthe meaning set forth in IC 27-1-23-1.
(2) “Closed-end credit” means a credit transaction that does not meet the definition of open-end credit.
(3) “Compensation” means:
(A) commissions,
(B) dividends;
(C) retrospectiverate credits;
(D) servicefees;
(E) expense allowances or reimbur sements;
(F) gifts;
(G) furnishing of equipment, facilities, goods, or services; or
(H) any other form of remuneration resulting directly from the sale of consumer credit insurance.
(4) “Consumer credit insurance” refersto any or all of credit lifeinsurance and credit accident and health
insurance.
(5) “Control” hasthe meaning set forth in IC 27-1-23-1.
(6) “Evidence of individual insurability” means a statement furnished by the debtor, as a condition of
insurance becoming effective, that relates specifically to the health status or to the health or medical history
of the debtor.
(7) “Grossdebt” meansthe sum of the remaining payments owed to the creditor by the debtor.
(8) “Identifiable insurance charge” means a charge for atype of consumer credit insurance that is made to



debtors having such insurance and not made to debtors not having such insurance; it includes a charge for
insurancethat isdisclosed in the credit or other instrument furnished to thedebtor that setsout thefinancial
elements of the credit transaction and any differencein the finance, interest, service, or other similar charge
made to debtorswho arein like circumstances except for the insured or noninsured status of the debtor.
(9) “Lossratio” meansincurred claimsdivided by the sum of earned premiums and imputed interest ear ned
on unearned premiums.
(10) “Net debt” meansthe amount necessary to liquidate the remaining debt in a single lump sum payment,
excluding all unearned interest and other unear ned finance char ges.
(11) “Open-end credit” means credit extended by a creditor under an agreement in which the:
(A) creditor reasonably contemplatesrepeated transactions;
(B) creditor imposes a finance char ge from time to time on an outstanding unpaid balance; and
(C) amount of credit that may be extended to the debtor during theterm of the agreement (up to any limit
set by the creditor) is generally made available to the extent that any outstanding balance isrepaid.
(12) “Person” hasthe meaning set forth in 1C 27-1-23-1.
(13) “Preexisting condition” means any condition for which the insured debtor received medical advice,
consultation, or treatment within six (6) months befor e the effective date of the cover age and from which the
insured debtor becomes disabled within six (6) months after the effective date of this coverage.

(b) Thefollowing definitions apply throughout section 10 of thisrule:
(1) “Experience’” means earned premiums and incurred losses during the experience period.
(2) “Experience period” meansthe most recent period of timefor which earned premiumsand incurred lossesare
reported, but not for a period longer than three (3) full years.
(3) “Incurred losses’ meanstotal claims paid during the experience period, adjusted for the changein claim
reserve.

(Department of Insurance; 760 IAC 1-5.1-2)

760 1AC 1-5.1-3 Rightsand treatment of debtors
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected:  1C 24-4.5-4-102; |C 27-1-12-37; IC 27-8-4-4

Sec. 3. (a) If a creditor makes available to the debtors mor e than one (1) plan of consumer credit insurance,
every debtor must be informed of each plan for which the debtor is eligible and of the premium or insurance
chargefor each.

(b) When a creditor requiresinsurance asadditional security for a debt, the creditor shall inform the debtor
that the debtor hasthe option of procuring alter native coverage. The debtor shall be informed by the creditor
of theright to provide alter native cover age befor e the transaction is completed.

(c) Thefollowing appliesto the termination of a group consumer credit insurance policy:

(1) If adebtor iscovered by a group consumer credit insurance policy providing for the payment of single
premiumstotheinsurer, or any other premium payment method that prepayscover agebeyond one(1) month,
then provision shall be made by the insurer that in the event of termination of the policy for any reason,
insurance cover agewith respect to any debtor insured under thepolicy shall becontinued for theentireperiod
for which the premium has been paid.

(2) If adebtor iscovered by agroup consumer credit insurancepolicy providing for the payment of premiums
totheinsurer on amonthly basis, then the policy shall providethat, in the event of termination of the policy,
termination notice shall be given to theinsured debtor at least thirty (30) days prior to the effective date of
termination, except wherereplacement of the coverageby thesameor another insurer in thesameor greater
amount takes placewithout lapse of coverage. Theinsurer shall provideor causeto be provided thisrequired
information to the debtor.

(d) If thecreditor addsidentifiableinsurance chargesor premiumsfor consumer credit insurancetothedebt,
and any direct or indirect finance, carrying, credit, or service charge is made to the debtor on the insurance
chargesor premiums, the creditor must remit and theinsurer shall collect the premium within sixty (60) days
after it isadded to the debt.



(e) If thedebt isdischar ged duetorefinancing prior tothescheduled maturity date, theinsurancein for ceshall
be terminated before any new insurance may beissued in connection with the refinanced debt. In all cases of
termination prior toscheduled maturity, arefund of all unear ned premium or unear ned insur ance char gespaid
by the debtor shall be paid or credited to the debtor as provided in section 8 of thisrule. In any refinancing of
the debt, the effective date of the coverage asrespects any policy provision shall be deemed to be the first date
on which thedebtor becameinsured under the policy with respect tothe debt that wasr efinanced, at least tothe
extent of the amount and term of the debt outstanding at the time of refinancing of the debt.

(f) A provision in an individual policy or group certificatethat setsa maximum limit on total claim payments
must apply only to that individual policy or group certificate.

(g) If a debtor prepays the debt in full, then any consumer credit insurance covering the debt shall be
terminated and an appropriate refund of the consumer credit insurance premium shall be paid or credited to
the debtor in accor dancewith section 8 of thisrule. However, if the prepayment isaresult of death or any other
lump sum consumer credit insurance payment, no refund shall berequired for the coverage under which the
lump sumwaspaid. If aclaim under credit accident and health cover ageisin progressat thetime of prepayment,
the amount of refund may be determined as if the prepayment did not occur until the payment of benefits
terminates. Norefund need bepaid during any period of disability for which credit accident and health benefits
are payable. A refund shall be computed asif prepayment occurred at the end of the disability period.

(h) If acreditor hasopened alineof credit for adebtor and, if permitted under IC 27-8-4-4(A) or 1C 27-1-12-
37(2)(F), ischargingfor thislineof credit rather than theamount of debt in the event of the death of thedebtor,
the insured amount due is the amount of the established amount of credit against which premium was last
charged. (Department of Insurance; 760 IAC 1-5.1-3)

760 1AC 1-5.1-4 Determination of reasonableness of benefitsin relation to premium charge
Authority: 1C 27-1-3-7; I1C 27-8-4-12
Affected: 1C 24-45-4-102

Sec. 4. (a) Benefits provided by consumer credit insurance policies must be reasonable in relation to the
premium charged. Thisrequirement is satisfied if the premium rate charged develops or may reasonably be
expected to develop a loss ratio of not less than fifty-five percent (55%). With the exception of deviations
approved under section 10 of thisrule, the rates shown in sections 6 and 7 of thisrule, asadjusted pursuant to
section 9 of thisrule, shall be presumed to satisfy thislossratio standard. Anticipated lossesthat develop or are
expected to develop a loss ratio of not less than fifty-five percent (55%) shall be presumed reasonable. Any
insurer filing a deviation in accor dance with section 10 of thisrule must satisfy thefifty-five per cent (55%) loss
ratio standard on their total consumer credit insurance business.

(b) If any insurer filesfor approval of any form providing coverage different than that described in sections
6and 7 of thisrule, theinsurer shall demonstrateto the satisfaction of the commissioner that the premium rates
to be charged for such coverageare:

(1) reasonably expected to develop alossratio of not less than fifty-five percent (55%); or

(2) actuarially consistent with therates used for standard cover ages.

(Department of Insurance; 760 IAC 1-5.1-4)

760 1AC 1-5.1-5 Compensation limitations
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected:  1C 24-4.5-4-102

Sec. 5. (a) Aninsurer shall not pay compensation in excessof forty percent (40%) of thenet written primafacie
premium of which not more than thirty-three percent (33%) of net written prima facie premium may be paid
toacreditor.

(b) For purposes of subsection (a), prima facie premium means premium using the premium rates set out in
sections 6 and 7 of thisrule, or actuarially consistent premium ratesfor plans not described in sections6 and 7



of thisrule, without any adjustment pursuant to section 10 of thisrule. (Department of Insurance; 760 |AC 1-5.1-5)

7601 AC 1-5.1-6 Credit lifeinsurancerates
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 6. (a) Subject totheconditionsand requirementsin subsection (b) and section 10 of thisrule, thefollowing
primafacieratesareconsidered to meet therequirementsof section 4 of thisrule, and may be used without filing
additional actuarial support:

(1) For monthly outstanding balancebasis, sixty-ninecents($0.69) per month per onethousand dollar s($1,000)

of outstanding insur ed debt on singlelifeand onedollar and fifteen cents ($1.15) per month per onethousand

dollars ($1,000) of outstanding insured debt on joint lifeif premiums are payable on a monthly outstanding
balance basis.

(2) If thepremium ischarged on asingle premium basis, therate shall be computed accordingtothefollowing

formulaor according to aformula approved by the commissioner that producesrates substantially the same

asthose produced by the following formula:
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Where: S, = Single premium per one hundred dollars
($100) of initial consumer credit life
insurance cover age.

O, = 0.69, the prima facie consumer credit life
insurance premium rate for monthly
outstanding balance coverage from
subdivision (1).

I, = The scheduled amount of insurance for

month t.
[, = Initial amount of insurance. For a net
insurance policy, I; equals the initial

principal balance of the loan.
dis = 0.0044, representing an annual discount
rateof 5.0% for interest plusfour-tenthsof
one per cent (0.4%) for mortality.
n = The number of monthsin the term of the
insurance.
(3) If thebenefitsprovided areother than thosedescribed in thissection, premium ratesfor such benefitsshall
be actuarially consistent with therates provided in subdivisions (1) and (2).
(4) Theprimafacieratesincluded in this subsection and any other ratesapproved for usethat are computed
in accordance with theformulain subdivision (2) are presumed sufficient to providefor up to two (2) months
of delinquencies. Therefore, the determination of the premium shall not reflect delinquencies.

(b) Thepremium ratesin subsection (a) shall apply to contractsproviding credit lifeinsurancethat ar e offer ed
toall eligibledebtors, that do not requireevidence of individual insur ability from any eligible debtor electingto
pur chase cover agewithin thirty (30) daysof the datethe debtor becomeseligible, and that contain the following
provisions:

(1) Coveragefor death by whatever meanscaused, except that cover age may exclude death resulting from any

of the following:



(A) War or any act of war.
(B) Suicide within six (6) months after the effective date of the coverage.
(C) A preexisting condition or conditions. For the purpose of this subsection, the following apply:
(i) “ Preexisting condition” meansany condition for which thedebtor received medical adviceor treatment
within six (6) months preceding the effective date of coverage.
(if) No preexisting condition exclusion shall apply unless:
(AA) death is caused by or substantially contributed to by the preexisting condition; and
(BB) death occurswithin six (6) months following the effective date of coverage.
(iii) A preexisting condition exclusion shall apply only if and to the extent that the amount of coverageto
which it would otherwise apply (in the absence of thislimitation) exceeds one thousand dollars ($1,000).
(2) For theexclusionslisted in subdivisions(1)(B) and (1)(C), the effective date of coveragefor each part of the
insurance attributableto a different advance or a chargeto the plan account isthe date on which the advance
or charge occurs.
(3) At the option of the insurer and in lieu of a preexisting condition exclusion on insurance written in
connection with open-ended consumer credit, a provision may beincluded to limit the amount of insurance
payable on death dueto natural causesto the balance asit existed six (6) monthsprior to the date of death if
there has been one (1) or moreincreasesin the outstanding balance during the six (6) month period and if
evidence of individual insur ability hasnot been required in thesix (6) month period prior to thedate of death.
Thisprovision appliesonly if and tothe extent that the amount of coverageto which it would otherwise apply
(in the absence of thislimitation) exceeds one thousand dollar s ($1,000).
(4) An agerestriction providing that noinsurance will become effective on debtorson or after the attainment
of age sixty-six (66) and that all insurance will terminate upon attainment by the debtor of age sixty-six (66).

(c) Theinsurer shall apply rates asfollows:

(D) If theinsurer, itsagent, or the application form for credit lifeinsurance does not request or require that
thedebtor provideevidenceof insurability, then the premium ratesdeemed reasonablewill betheprimafacie
ratesin subsection (a).

(2) Except as provided in subdivision (3), if the insurer, its agent, or the application form for credit life
insurance requests or requires that the debtor provide evidence of insurability and the initial amount of
insuranceisfifteen thousand dollar s ($15,000) or less, then the premium rates deemed reasonable will be the
ratesin subsection (a) multiplied by ninety percent (90%).

(3) If theinsurer, itsagent, or theapplication form for credit lifeinsurancerequestsor requiresthat thedebtor
provide evidence of insurability and theinitial amount of insuranceis greater than fifteen thousand dollars
($15,000) or the applicant electsto purchase coverage more than thirty (30) days after the date the debtor
becameeligibleunder agroup plan of insurance, then the premium ratesdeemed reasonablewill betheprima
facie ratesin subsection (a). For policiesinsuring open lines of credit, the insurer may require evidence of
insurability for advancesthat increase the outstanding debt above fifteen thousand dollar s ($15,000).

(d) Insurers may use the same application forms for credit life insurance whether or not underwriting
questions are asked pursuant to subsection (c). The commissioner will presume that any application form for
which all relevant underwriting questions have been left unanswered represents a policy that has not been
underwritten and for which prima facie rates are permissible. A form for which any relevant underwriting
questions have been answered or filled in represents a policy for which premium decreases pursuant to
subsection (c) are required. Insurers should maintain in their files their rulesfor those circumstances where
underwriting questionsshall beasked. Thoserulesshall becommunicated to and followed by theinsurer’ sagentsand
producers. (Department of Insurance; 760 |AC 1-5.1-6)

7601 AC 1-5.1-7 Credit accident and health insurancerates
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 7. (a) Subject totheconditionsand requirementsin subsection (b) and section 10 of thisrule, thefollowing
primafacieratesareconsidered to meet therequirementsof section 4 of thisrule, and may beused without filing
additional actuarial support:

() If premiums ar e payable on a single-premium basisfor the duration of the coverage, the prima facierate



per one hundred dollars ($100) of initial insured debt for single accident and health is as set forth in the
following table and rates for monthly periods other than those listed shall be inter polated or extrapolated:

Original

Number of

Equal 14 Day 14 Day 30 Day 30 Day
Monthly Retroactive Nonretroactive Retroactive Nonretroactive
Installments Policy Policy Policy Policy
6 154 1.01 1.04 0.79
12 2.04 142 1.40 1.05
24 273 197 1.97 1.37
36 3.35 257 253 1.83
48 371 293 2.89 2.16
60 4.00 322 319 244
72 4.27 347 3.45 2.69
84 4.49 371 3.68 293
96 471 3.93 3.89 315
108 4.92 4.13 4.10 3.36
120 512 432 4.29 355

(2) If premiumsarepaid on thebasisof a premium rate per month per thousand of outstanding insured gr oss
debt, these premiums shall be computed according to the following formula or according to a formula
approved by the commissioner, that produces rates actuarially consistent with the single premium ratesin
subdivision (1):
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Where: SP, Single premium rate per one hundred
dollars ($100) of initial insured debt
repayable in n equal monthly
installmentsas shown in subdivision (1).
OP, = Monthly outstanding balance premium
rate per one thousand dollars ($1,000).
n = Thenumber of monthsin theterm of the
insurance.
dis = 0.0041, representing an annual discount
rate of five percent (5.0%) for interest.
(3) If the coverage provided is a constant maximum indemnity for a given period of time, the actuarial
equivalent of subdivisions (1) and (2) shall be used.
(4) If thecoverageprovided isacombination of aconstant maximum indemnity for agiven period of timeafter
which the maximum indemnity beginsto decrease in even amounts per month, an appr opriate combination
of thepremium ratefor a constant maximum indemnity for a given period of time, and the premium ratefor
a maximum indemnity that decreasesin even amounts per month shall be used.
(5) Theoutstanding balanceratefor credit accident and health insurance may be either aterm-specified rate
or may be a single composite term outstanding balancerate.

(b) Subject totheconditionsand requirementsin subsection (c) and section 10 of thisrule, theprimafacierates
for credit accident and health insurance calculated as shown in this subsection are considered to meet the
requirements of section 4 of thisrulein the situation wheretheinsuranceiswritten on an open-end loan. These
prima facie rates and the formulae used to calculate them may be used without filing additional actuarial
support. Other formulae to convert from a closed-end credit rate to an open-end credit rate may be used if
approved by the commissioner. The following establishes the prima facie rates for credit accident and health
insurance on an open-end loan:



(1) If the maximum benefit of the insurance equalsthe net debt on the date of disability, the term of the loan
iscalculated according to the following for mula:

1/(minimum payment per cent)

The prima facierate is determined by applying the calculated term to the rates shown in subsection (a). A
composite minimum payment per centage may be used in place of the minimum payment percentage for a
specific credit transaction.

(2) If themaximum benefit of theinsurance equalsthe outstanding balance of theloan on the date of disability
plusany inter est accr uing on that amount during disability, theterm of theinsurance (n) isestimated by using
the following formula:

n=In {1 - (1000i / x)} / In(v)

Where: i

Interest rate on the account or a composite
interest rate used for the type of policy.
Monthly payment per one thousand dollars
(%$1,000) of coverage consistent with theterm
calculated in this subdivision.

x
1

v=1(1+i)

The calculated value of theterm isused tolook up an initial ratein subsection (a). Thefinal primafacierate
iscalculated by multiplying theinitial rate by the following:

the adjustment n/a,

Where: n = The term calculated as per the following
equation:

a, = (L—v)i

Asan alternativeto the calculation required in subsection (b), a compositerate for open-end revolving loans
may befiled for approval by thecommissioner. Thisratemust beactuarially equivalent totheprimafacier ate.

(c) If the accident and health coverageissold on ajoint basis (involving two (2) people), theratefor thejoint
cover age shall befiled with the commissioner prior to use.

(d) If thebenefitsprovided areother than thosedescribed in subsection (a) or (b), ratesfor those benefitsshall
be actuarially consistent with rates provided in subsections (a) and (b).

(e) Thepremium ratesin subsection (a) shall apply to contractsproviding credit accident and health insurance
that are offered to all eligible debtors, that do not require evidence of individual insurability from any eligible
debtor electing to purchase coverage within thirty (30) days of the date the debtor becomes eligible and that
contain the following provisions:

(1) Coveragefor disability by whatever means caused, except that coverage may be excluded for disabilities

resulting from:

(A) normal pregnancy;

(B) war or any act of war;

(C) elective surgery;

(D) intentionally self-inflicted injury;

(E) sickness or injury caused by or resulting from the use of alcoholic beverages or narcotics (including
hallucinogens) unlessthey are administered on the advice of and taken asdirected, by alicensed physician
other than theinsured;

(F) flight in any aircraft other than a commer cial scheduled air craft; or



(G) a preexisting condition.
(2) For theexclusion listed in subdivision (1)(G), the effective date of coverage for each part of theinsurance
attributableto a different advance or a chargeto the plan account isthe date on which the advance or charge
occurs.
(3) A definition of disability providing that for thefirst twelve (12) months of disability, total disability shall
be defined as the inability to perform the essential functions of the insured’s own occupation. Thereafter, it
shall mean theinability of theinsured to perform the essential functionsof any occupation for which heor she
isreasonably suited by virtue of education, training, or experience.
(4) No employment requirement mor erestrictivethan onerequiring that the debtor be employed full timeon
the effective date of coverage and for at least twelve (12) consecutive months prior to the effective date of
coverage. Asused in thissubdivision, “ full time” meansaregular work week of not lessthan thirty (30) hours.
(5) An agerestriction providing that no insurance will become effective on debtorson or after theattainment
of age sixty-six (66) and that all insurance will terminate upon attainment by the debtor of age sixty-six (66).
(6) A daily benefit of not less than one-thirtieth (Y5, of the monthly benefit payable under the policy.

(f) Requirementsfor applying rates shall be asfollows:
(D) If theinsurer, itsagent, or the application form for credit lifeinsurance does not request or require that
thedebtor provideevidenceof insurability, then the premium ratesdeemed reasonablewill betheprimafacie
ratesin subsection (a).
(2) Except as provided in subdivision (3), if the insurer, its agent, or the application form for credit life
insurance requests or requires that the debtor provide evidence of insurability and the initial amount of
insurance isfifteen thousand dollar s ($15,000) or less, then the premium rates deemed reasonable will be the
ratesin subsection (a) multiplied by ninety percent (90%).
(3) If theinsurer, itsagent, or the application form for credit lifeinsurancerequests or requiresthat:
(A) the debtor provide evidence of insurability and the initial amount of insuranceis greater than fifteen
thousand dollar s ($15,000); or
(B) the applicant elects to purchase coverage more than thirty (30) days after the date the debtor became
eligible under a group plan of insurance;
then thepremium ratesdeemed reasonablewill betheprimafacieratesin subsection (a). For policiesinsuring
open linesof credit, theinsur er may requireevidenceof insur ability for advancesthat increasetheoutstanding
debt above fifteen thousand dollar s ($15,000).

(g) Insurers may use the same application forms for credit accident and health insurance whether or not
underwriting questionsar easked pur suant to subsection (f). Thecommissioner will presumethat any application
form for which all relevant underwriting questions have been left unanswer ed representsa policy that has not
been underwritten and for which primafacieratesarepermissible. A form for which any relevant underwriting
guestions have been answered or filled in represents a policy for which premium decreases pursuant to
subsection (f) are required. Insurers should maintain in their filestheir rules for those circumstances where
underwriting questionsshall beasked. Thoserulesshall becommunicated toand followed by theinsurer’ sagents
or other producers. (Department of Insurance; 760 |AC 1-5.1-7)

760 1AC 1-5.1-8 Refund formulas
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102; I1C 27-8-4-8

Sec. 8. (a) In the event of termination, no charge for consumer credit insurance may be made for the first
fifteen (15) days of a month and a full month may be charged for sixteen (16) days or more of a month.

(b) Therequirement of | C 27-8-4-8(B) that refund formulasbefiled with the commissioner shall beconsider ed
fulfilled if the refund formulas are set forth in the individual policy or group certificate filed with the
commissioner.

(c) Refund formulas must develop refundsthat are at least asfavorableto the debtor asrefundsequal tothe
premium cost of scheduled benefits subsequent to the date of cancellation or termination, computed at the
schedule of premium ratesin effect on the date of issue.



(d) No refund of onedollar ($1) or less need be made. (Department of Insurance; 760 |AC 1-5.1-8)

760 1AC 1-5.1-9 Experiencereportsand adjustment of prima facierates
Authority: 1C 27-1-3-7; I1C 27-8-4-12
Affected: 1C 24-45-4-102

Sec. 9. (a) Each insurer doinginsurancebusinessin thisstate shall annually filewith thecommissioner and the
National Association of I nsuranceCommissioners(NAIC) support and servicesofficeareport of consumer credit
insurance written on a calendar year basis. Thereport shall utilize the Credit I nsurance Supplement—Annual
Statement Blank as approved by the NAIC, and shall contain data separately for each state, rather than an
allocation of the company’s countrywide experience. Thefiling shall be made in accordance with and no later
than the due datein theinstructionsto the annual statement.

(b) Thecommissioner will, on atriennial basis, review thelossratio standardsset forth in section 4 of thisrule
and the prima facierates set forth in sections 6 and 7 of thisrule and deter mine therate of expected claimson
astatewidebasis, compar e such rate of expected claimswith therate of actual claimsfor the preceding three(3)
years determined from the incurred claims and earned premiums at prima facie ratesreported in the annual
statement supplement or other availablesour ce, and publishinthel ndianaRegister theadjusted actual statewide
primafacieratesto beused by insurersduring the next triennium. Therateswill reflect the difference between
actual claimsbased on experience and expected claimsbased on thelossratio standar ds set forth in section 4 of
thisruleapplied totheprimafacieratesset forth in sections6 and 7 of thisrule. If the commissioner determines,
at the conclusion of thetriennial review, that therate adjustment isde minimus, then the statewide prima facie
ratewill not be changed. Thecommissioner will publish astatement that theratewill not changeand theresults
of theratereview required by this subsection.

(c) Thecommissioner will, on atriennial basis, review thediscount ratesfor interest included in the formulae
in sections6(a) and 7(a) of thisrule, and adjust those discount ratesto equal the aver age of theratesbeing paid
at that timeon three (3) year United States Treasury notesasreported in theWall Street Journal on thelast day
of salein the most recent three (3) calendar years. The commissioner shall publish therevised discount ratesin
the Indiana Register. (Department of Insurance; 760 IAC 1-5.1-9)

760 1AC 1-5.1-10 Use of rates; direct business only
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected:  1C 24-4.5-4-102

Sec. 10. (@) Aninsurer that filesratesor hasrateson filethat are equivalent tothe primafacieratesshown in
sections6 and 7 of thisrule, tothe extent adjusted pursuant to section 9 of thisrule, may usethoserateswithout
further proof of their reasonableness.

(b) An insurer may file for approval of and use rates that are higher than the prima facie rates shown in
sections6 and 7 of thisrule, to the extent adjusted pursuant to section 9 of thisrule, aslong asthefiled ratesare
consistent with section 4 of thisrule. If rates higher than the prima facierates shown in sections6 and 7 of this
rule, to the extent adjusted pursuant to section 9 of thisrule, arefiled for approval, thefiling shall specify the
account or accountsto which the rates apply. Therates may be applied:

(1) uniformly to all accounts of theinsurer;

(2) on an equitable basis approved by the commissioner to only one (1) or more accounts of theinsurer for

which the experience has been less favorable than expected; or

(3) according to a case-rating procedure on file with the commissioner.

(c) The approval period of deviated rates are established as follows:

(1) A deviated ratewill bein effect for aperiod of timenot longer than the experienceperiod used to establish
therate, that is, one (1) year, two (2) years, or three(3) years. Aninsurer may filefor anew ratebeforetheend
of arate period, but not more often than once during any twelve (12) month period.

(2) Notwithstanding the provision of subsection (a), if an account changesinsurers, the rate approved to be
used for theaccount by theprior insurer isthe maximum ratethat may be used by the succeedinginsurer for



theremainder of therate approval period approved for theprior insurer or until a new rateisapproved for
use on the account, if sooner.

(d) Aninsurer may at any timeusearatefor an account that islower than itsfiled rate without noticeto the
commissioner . (Department of Insurance; 760 IAC 1-5.1-10)

760 |AC 1-5.1-11 Supervision of consumer credit insurance oper ations
Authority: 1C 27-1-3-7; 1C 27-8-4-12
Affected:  |C 24-4.5-4-102

Sec. 11. (a) Each insurer transacting credit insurance in this state shall be responsible for conducting a
thorough periodicreview of creditor swith respect totheir credit insurancebusinesswith such creditor s, toassure
compliance with the insurance laws of this state and the rules promulgated by the commissioner.

(b) Written recor dsof such reviewsshall bemaintained by theinsurer for aperiod of nolessthan five (5) years
for review by the commissioner. (Department of Insurance; 760 IAC 1-5.1-11)

760 IAC 1-5.1-12 Prohibited transactions
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102; I1C 27-4-1

Sec. 12. The following practices, when engaged in by insurersin connection with the sale or placement of
consumer credit insurance, or as an inducement thereto, shall be considered unfair methods of competition
subject to the provisions of | C 27-4-1.

(1) Theoffer or grant by an insurer to acreditor of any special advantage or any servicenot set out in either

the group insurance contract or in the agency contract, other than the payment of agent’s commissions.

(2) Deposit by an insurer of money or securitieswithout interest or at alesser rateof interest than iscurrently

being paid by the creditor, bank, or financial institution to other depositors of like amounts for similar

durations. Thissubsection shall not be construed to prohibit the maintenance by an insurer of such demand
deposits or premium deposit accounts as are reasonably necessary for use in the ordinary course of the
insurer’sbusiness.

(Department of Insurance; 760 IAC 1-5.1-12)

760 1AC 1-5.1-13 Implementation
Authority: 1C 27-1-3-7; I1C 27-8-4-12
Affected: 1C 24-45-4-102

Sec. 13. (a) Approval of all formsand premium ratesnot in compliance with thisruleis hereby withdrawn as
of January 1, 2003.

(b) Any deviationsthought to beappropriateby an insurer asaresult of promulgation of thisruleshall befiled
in accordance with the provisions of section 11 of this rule no later than October 1, 2002. (Department of
Insurance; 760 |AC 1-5.1-13)

SECTION 2. THE FOLLOWING ARE REPEALED: 760 IAC 1-5; 760 IAC 1-14.
SECTION 3. SECTIONS 1 through 2 of thisruletake effect January 1, 2003.
Notice of Public Hearing

Under 1C 4-22-2-24, noticeis hereby given that on June 13, 2002 at 10: 30 a.m., at the Department of Insurance, 311
West Washington Street, Suite 300, Indianapolis, Indiana the Department of Insurance will hold a public hearing on
a proposed rule to establish standards for credit life insurance and credit accident and health insurance. Copiesare
available at the Web site for the Department of I nsurance at www.state.in.us/idoi. Copies of theserulesare now onfile
at the Department of Insurance, 311 West Washington Street, Suite 300 and Legislative Services Agency, One North
Capitol, Suite 325, Indianapolis, Indiana and are open for public inspection.



Sally McCarty
Commissioner
Department of Insurance



